
 

 

uepartnent ot  r r b e  I reasury 

1100 Cormrm St., Oallas, luas 75212 

Employer  I d e n t  if i c a t i o n  Number: 

Case Number: 
 . 

C o n t a c t  Person:  
 

C o n t a c t  Te lephone Number : 
   

R e p l y  R e f e r  To: 
 

Dear Appl  l c a n t  : 

we nave completed o u r  c o n s l d e r a t l o n  o f  your  a p p l l c a t l o n  f o r  eEenpt lon  i r a m  
F e d e r a l  lncome id.< under sec t  l o n  58 i  r : * 5 1 :;f t he  I n t e r n a i  Revenue Cocte a s  a 

b u s l n e s s  league. 

, . 
your o r g a n i z a t i o n  was i n c o r p o r a t e d  on . h c c o r d l n y  t c  your a r t l c i e s  
o f  i n c o r p o r a t i o q  and by laws t h e  purpose nt t h e  o r g a n l z a t l o n  1s t o  promote 
c u i t u r a i ,  e d u c a i l o n a l ,  community and c? iher  programs;  and ~ n  f u r t h e r a n c e  of zuck 
pu rpose  t o  engage I n  .and conduct  prom3i  lorla i programs and p u b i  1:: t y , spe.: l a i  
e v e n t s ,  deco ra t i ons  and cooperative a d v e r i l s l n g  ~n t h e  gene ra i  l n t e r e s t  end f o r  
t h e  b e n e f l t  o f  t h e  c e n t e r .  

F l n a n c l a l  s ta tements  and c o p l e s  o f   for^ ) l , i l  u.  5 .  C o r p o r a i l o n  Income i d . <  

Retu rns  f c r  t h e  ta f i  yec rs  o f   i n r o u y r ~  show t h a t  a l l  o f  your revenue 1s 
f rom r e q u i r e d  tenan t  month ly  dues and t h e  ma tcn lng  amount from tne  owner o f  t h e  
c e n t e r .  The ma jo r  p o r t l o n  o f  t h e  expenses r e i a t e d  t o  t h e  promotion o f  the 
shopp ing  c e n t e r .  I n  t h e  yea r  o f   o f  t h e  8  spen t ,   bas 
g l v e n  t o  a rea  schoo is .  Sponsorshrp o f  p u b i i c  and  r e l i g i o u s  r a a l o  programs 
constitutes adver t i sement  f o r  t h e  shopp ing  c e n t e r .  

Based on  t h e  i n f o r m a i i o n  you s u b m i t t e d ,  your  o r l m a r y  a c i l v r t y  i s  p r o v r a l n g  
p r o m o t l d n  o f  t h e  shopping c e n t e r  and p r o m o t l c n s  f o r  your  members. The f a c t  t h a t  
you  a r e  n o t  d l r e c t l y  a d v e r t ~ s l n g  t h e  shopp lng  c e n t e r  and  ~ t s  merchants does n o t  
p r e c l u d e  these a c t i v i t i e s  f rom b e l n g  considered as  adve r t l semen t .  Sponsorsh ip  
o f  e v e n t s  and giveaways sponsored by t h e  c e n t e r  s e r v e  t o  promote t h e  c e n t e r  a n d  
t h e  bus iness  i n t e r e s t  o f  t h e  member merchants  t h e r e i n .  A l though  we were n o t  
p r o v i d e d  w i t h  c o p i e s  o f  t h e  promotions you r a n  i n  t h e  newspaper and on t h e  r a d ~ o  
t h e  f a c t  t h a t  t hey  a r e  sponsored b y  t h e  c e n t e r  c o n s t r t u t e s  adver t l sement  and 
b e n e f i t  t o  t h e  members. 

S e c t r o n  501 ( c i  1 6 i  o f  t h e  I n t e r n a l  Revenue Code p r o v r d e s  exemption f o r :  

"Bus iness  leagues,  chamDers o f  commerce, . . .  n o t  o r g a n ~ z e d '  for- p r o f l t  and no 
p a r t  o f  t h e  ne t  e a r n i n g s  o f  whrch i n u r e s  t o  t h e  b e n e f l t  o f  any private 

sha reho lde r  o r  r n d i v i d u a l . "  



Sectlon 1.501(ci(6)-1 of the income T a x  Regulatrons provldes that, for an 
organlzatlon to be exempt, its actlvltles must be: 

"dlrecied to the improvement o f  buslness condrtrons of one or more llnes o f  
buslness as dlstingulshed from the performance o f  part~cular services for 
1ndivldua1 persons ..." 

Sectlon I.Sal(c)(6)-1 of the Incone Tax Regulations provides that: 

"fi buslness league 1s an assoclatlon o f  persons havlng some common business 
l ~ t e r e s t ,  the purpose of whlch 1s to promote such common Interest and not to 
engage In a regular buslness of a klnd ordlnarlly carrled on for 
p r o f l t  ... even though the buslness 1s conducted on a cooperative basls or 
produces cnly sufflclent Income to be self-sustalnlng ..."." 

- .  
I!!e a c i l v t l e s  o f  a buslness leagl~e must be dlrected t o  the Improvement of 
cl~slness ccndltlons o f  one or more llnes of business In order ig quallfy for 
e *.empi 1c.n. However, the act lvl t les cannot be directed to the ~eriormance of 
parttcular servlcrs for lndlvlduals and st111 qualify for ey.emptlon. 

h3veri1slng whlch carrles the names o f  -embers generaily constrtutes the 
performance of partlcular s e r v ~ c e s  for r,-.mberj. T h u s ,  Qevenue Guilng 6 4 - 3 1 5 ,  
i 4 6 4 - - 2  Cumuiatlve Gulietln 147, held t h a t  an a s s o c l a t ~ o n  of merchants In a 
parilzuiar shopplng center whose a d v e r t ~ s l n g  materlal contained the names of t h e  
inelvidual merchants was denled e.-.emptlon. 

B a s e d  on t h e  information you have provided, we have concluded t h a t  your 
prcnot,lun o f  the snopplnq center :s advertlsrng and constitutes partlcular 
services for your members. In a d d l t ~ o n ,  the only element each member has ~n 
common 1s the promotion o f  their stores which I S  not withln the meanlng of a 
common buslness ~nterest. Finally, you do not promote one or more llnes of 
buslness, you only promote the buslness actlvltles o f  tne businesses located ~n 

. hccordlngly, slnce you fail to meet the 
requirements for tax exempt Lon under sect Ion 501 ic ) (6 i of the Internal Revenus 
Code, exdmptlon is denied. 

I f  you agree with these conclusions or do not wlsh to file a written protest, 
please sign and return Form 6018 In the enclosed self-addressed envelope as soon 
a s  possible. 

You should continue to file corporate Federal income tax return; on Form 1120 as 
you have done slnce the organization was formed. 

I f  you do not agree wlth these conclusions, you may, ulthin 30 days fr r r  - - .c 

date of thls letter, file in duplicate a brlef o f  the facts, law, and ar(i~~tent 
that clearly sets forth your posltlon. I f  you deslre an.ora1 discussion of 
the issue, please indicate this In your protest. The enclosed fublication 692 
glves instruction for frling a protest. 

I f  you do not flle a protest wlth thls office wrthln 38 days of the date of thls 
report or letter, the proposed determlnatlon wlll become frnal. 



We have sent z copy o f  t n : s  letier to your representat~ve as ~ n d ~ c a t e d  I n  your 
power o f  attorney. 

D i s t r l c t  Director 

Enclosures: 
Form 60 1 6 
Fubllcation 832 




